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SUBJECT: PROPOSED IBM SALE OF COMPUTERS TO BANK OF CHINA HONG KONG 

1 . IN A RECENT DISCUSSION WITH CONGENOFF, MESSRS. DONALD K. BLACK 
AND JOHN L. THROCKMORTON, GENERAL MANAGERS, IBM WORLD TRADE ASIA 
CORPORATION FOR SOUTHEAST ASIA REGION AND HONG KONG, RESPECTIVELY, 

SAID THAT IN EARLY NOVEMBER 1977, THE BANK OF CHINA (BOC) HONG KONG 
HAD DESIGNATED IBM AS THE COMPANY FROM WHICH IT INTENDS TO BUY A 
MAIN FRAME COMPUTER SYSTEM TO SERVE THE PRC-CONTROLLED BANKING 
COMMUNITY IN HONG KONG. THE SALE OF TERMINALS TO BE INSTALLED IN 
THE COMMUNITY BANKS, HOWEVER, IS STILL OPEN TO BIDDING FROM ALL 
COMPANIES WHO MANUFACTURE COMPATIBLE UNITS, INCLUDING IBM. 

2. IBM EXPECTS TO CONCLUDE THE SALE OF TWO 3032 MAIN FRAME 
COMPUTERS WITHIN 60 TO 90 DYS. ONLY DELIVERY DETAILS REMAIN TO 

BE AGREED UPON AND NECESSARY PAPERWORK COMPLETED BEFORE THE CONTRACT 
IS SIGNED. THE BOC IS AGREEABLE TO THE ONE PRICE OFFERED IT 
AND PAYMENT WOULD BE MADE IN CASH ON DELIVERY. 

3. THE COMPUTERS WOULD BE INSTALLED AND OPERATIONAL WITHIN 
SIX MONTHS AFTER THE CONCLUSION OF THE DEAL. THE BOC IS 
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PREPARING A SITE FOR INSTALLATION OF THE 3032 UNITS IN THE BOC 
BUILDING AND IBM IS TRAINING BOC COMPUTER SPECIALISTS. 

4. WHILE COCOM RESTRICTIONS DO NOT APPLY TO THE SALE OF THE 
COMPUTERS TO BE USED IN HONG KONG, IBM STILL REQUIRES AN EXPORT 
LICENSE WHICH IT EXPECTS TO OBTAIN WITH NO DIFFICULTY, SINCE IBM 
HAS RECEIVED A LETTER FROM THE DEPARTMENT ADVISING THAT THERE 
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WOULD BE NO PROBLEM. UNDER EXISTING RESTRICTIONS THE SYSTEM 
CANNOT BE RE-EXPORTED FROM HONG KONG TO THE PRC. 

5. THE EXPECTED SALE WOULD CAP A TWO AND A HALF YEAR SALES 
EFFORT BY IBM HONG KONG. ITITIAL ECONTACT WITH BOC OFFICIALS 

IN HONG KONG WAS MADE BY IBM HOME OFFICE REPRESENTATIVES BEFORE 
IBM HONG KONG TOOK OVER THE PROJECT EXCLUSIVELY. IBM HAS MADE 
NO CONTACT WITH PEKING ON THE PROPOSED SALE. 

6. BLACK'S AND THROCKMORTON'S COMMENTS DISPELLED FALSE 
IMPRESSIONS CONCERNING THE CURRENT STATUS OF NEGOTIATIONS. 

THE LOCAL PRESS HAD REPORTED THAT THE SALE HAD ALREADY BEEN 
MADE WITH REQUIRED COCOM APPROVAL PENDING BUT LIKELY TO BE GIVEN. 

7. BLACK AND THROCKMORTON HAVE ASKED THAT ANY INFORMATION THEY 
HAVE GIVEN US ON THE STATUS OF THEIR NEGOTIATIONS WITH THE BOC 

BE HELD TIGHTLY. THEY EXPRESSED THEIR CONCERN THAT THE BOC'S ACUTE 
SENSITIVITY TO ANY INFORMATION ON THE CURRENT STATUS OF NEGOTIATIONS 
MIGHT JEOPARDIZE IBM’S SALE SHOULD IT BECOME PUBLIC 
KNOWLEDGE. 
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